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3. Universities differ in organization, the work they do, and the services they provide. These differences affect the magnitude of costs and whether they are classified as direct or indirect.
Imposition of a uniform indirect cost rate on all universities would be both unsound and inequitable.
Universities also differ substantially in their reliance on federal grants and contracts. These differences affect the extent to which recovery of indirect costs is relatively simple and noncritical or complex and critical for the university and for the government.
A wider choice of mutually acceptable methods for treating indirect costs is needed.  Such methods should include some that offer simplicity in accounting procedures in exchange for less than full recovery of costs.
The Committee notes, for example, that a simplified method, analogous to the current option for small universities,2 could be constructed for universities whose federal research support exceeds $3 million per year but is a minor fraction of their total budget. The Committee also finds attractive the standard deduction option recommended by the National Commission on Research for handling the costs of faculty administrative activities.13 We suggest that this approach may offer advantages for other subcomponents of indirect costs, provided it is optional.
4. The Committee recognizes the deep concern about control of indirect costs in general and especially those associated with NIH grants, for which the ratio of indirect costs to total costs has been rising faster than at some other agencies. Many people are convinced that the ratio of indirect to total costs must not continue to rise. Such concerns have led to recurring proposals that indirect cost rates be limited by either a ceiling or a percentage limitation on the negotiated rate. These solutions, however, do not address the factors that cause indirect costs to rise. The pressures that contribute to a rise in the ratio of indirect to total costs are complex, and simplistic or arbitrary solutions to the problem are more likely to harm than to improve the health of academic research and development.